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ABSTRACT 

Financial stability and Sukuk expanded swiftly into the financial industry after the 2007-2008 global 

financial turmoil. Malaysia's Sukuk market is arguably the most prominent in Islamic finance globally, 

and its inherent nature gives it a better security on the premise of guaranteed firms’ financial stability and 

returns to investors. This study aims to explore the extent of the Malaysian firms’ financial stability are 

being influenced by the characteristics of Sukuk and also the firms’ characteristics. Sixty-one listed 

companies that have issued Sukuk from 1997 to 2017 have been selected for this study. The naïve distance 

to default (DD) developed by Bharath and Shumway was used as a measure of the firms’ financial stability. 

Ordinary Least Squares (OLS) was employed in this study, and the results confirmed that Sukuk could 

promote the firms’ financial stability. The variables related to the characteristics of Sukuk that were found 

to influence financial stability were the intensity of Sukuk and the proportion of Sukuk financing. The firm 

size, valuation, solvency, and profitability were the firms’ characteristics that have also affected the firms’ 

financial stability significantly. All these provide evidences that Malaysia should play more active role in 

promoting the development of Sukuk market, and at the same time should be aware that financial stability 

is a systematic element which involved many complex factors.  
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INTRODUCTION 

 

Financial stability and Sukuk expanded into financial industry swiftly and become the recent interest after 

the global financial turmoil which happened in 2007 and 2008 (Taoual, 2016; Dusuki, 2010). Like 

financial stability, Sukuk is also relatively a new instrument that has been introduced into financial system. 

It is a Sharia-compliance asset-backed financial instrument which can be referred as Islamic bond and 

usually treated as one substitute of conventional bond (Alshamrani, 2014; Saeed & Salah, 2014; 

Jamaldeen, 2012; Wilson, 2004). As one of the most popular instruments under Islamic finance, Sukuk 

represents undivided interest or shares in the ownership of the underlying asset, where profit and cash 

flow will generate via this kind of ownership, meanwhile, the relative risk matched with those benefits 

that should be borne by its owner (Franklin Templeton Investment, 2014).  

 

Sukuk market may be thought as a late bloomer compared with banking and equity market, and the modern 

history of the Islamic finance industry is considerably young which was just began about the 1970s 

(Jamaldeen, 2012). Based on the information gathered, Sukuk was first introduced to the global world with 

only $600 million in 2002 and the issuance amount reached to $118.84 billion in 2014 within only twelve 

years, which was an increase of approximately $9.85 billion per year (Thomson Reuters, 2015; Malaysian 

International Islamic Finance Centre, 2015a). 
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Needless to say, Malaysia is the pioneer and leader of the Sukuk market. Malaysia occupied the first 

position with a sizeable 42.3% of total issuances in the first quarter of 2015, followed by the United Arab 

Emirates (UAE) with 18.2% and then Indonesia accounted for 14.1% share (Malaysian International 

Islamic Finance Centre, 2015a; Islamic Finance News, 2015). The Sukuk market has been performing well 

and widely received among the contemporary global financial industries (Jamaldeen, 2012). Sukuk 

investors are widely spread across Asia, the Middle East, Europe and the United State (Shahida & Sapiyi, 

2013). In addition, Sukuk issuers are also increase along with the growing demand. The United Kingdom, 

Luxembourg, South Africa, Senegal, Hong Kong and a major Western bank, Goldman Sachs, became the 

participants of Sukuk issuers in 2014 (Islamic Finance News, 2015). Those growing trends have make 

Sukuk market the most notable achievement in the development of Islamic capital market and has received 

a great deal of attention after the global financial crises of 2007 and 2008 (Jamaldeen, 2012; Dusuki, 

2010).  

 

LITERATURE REVIEW 

 

The literature related to financial stability, the growth of Sukuk market, types of Sukuk and the relationship 

between Sukuk and financial stability is important in providing information on the long-term sustainability 

development of a firm and also a nation. 

 

The Development of Financial Stability 
 

Financial stability refers to the smooth operation of financial intermediation where the market 

participants have full confidence in the operation of major financial institutions and markets (Bank Negara 

Malaysia, 2015b). Financial stability is a product of the modern financial world and it is a quite new 

concept. The high cost and increased frequency of financial crisis, the rapid growth of financial transaction 

volume, as well as the intricacy of new financial trading tools, could be the main activators that make 

financial stability issue receives a widespread attention for policy makers and research scholars in recent 

years (Creel, Hubert & Labondance, 2015; Beck, Degryse & Kneer, 2014; Morris, 2010; Alawode & 

Sadek, 2008; Cihak, 2007a; Cihak, 2007b).  

 

The Bank of England’s Financial Stability Report (FSR) has shown its importance, and therefore 

became the primary objective of most central banks around the world; about 80 central banks committed 

to publish their report by 2011 (Bank of England, 2015; Cihak et al., 2012). Malaysia has also started to 

publish its financial stability and payment systems report from 2006 as a response to the booming of 

financial transactions, more complexity of financial markets and closer interaction of the global economy. 

Furthermore, international institutions also joined the bandwagon to track financial stability; they include 

the World Bank, the International Monetary Fund (IMF) and the Bank for International Settlements 

(Alawode & Sadek, 2008; International Monetary Fund, 2017; and (Bank for International Settlements, 

1997). 

 

Financial stability is mainly considered in the context of macro-economy, and regarded as a necessary 

condition for the normal operation of the entire national economic system to achieve the stable economic 

growth (Pera, 2017; Bank of England, 2015; Bank Negara Malaysia, 2015b; Rosengren, 2011; Schinasi, 

2004). Similar with the financial stability at the national level, this concept is also the main goal of a 

company and treated as an indispensable condition for the long-term sustainable development of the 

company (Cernavskis, 2014). Financial stability of a company means that even in the presence of 

disturbances, the company can stick to its development goals, withstand shocks and quickly return to the
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development path (Pera, 2017). At the same time, Cernavskis (2014) believed that stability can be treated 

as solvency, and according to this, a company's financial stability is to have enough free cash flow 

available to repay the company's short-term and long-term debt. 

 

In terms of the measures of financial stability, lots of methods have been used. In the perspective of 

firm level, Z-score model and Merton (1974) distance to default (DD) model are mainly adopted for the 

measurement of company’s financial stability. Among them, the Merton DD model is easily to be 

modified, for example, Bharath and Shumway’s naïve DD model was developed based on Merton (1974) 

DD model and its naïve DD was used as one proxy of financial stability from firm level (World Bank, 

2016; Bharath & Shumway, 2008).  

 

The Growth of Sukuk Market 

 

The growth of the Sukuk market has been rapid and has made gratifying achievements. Only twelve 

years later after the first global issuance, the amount of Sukuk issuance has reached $118.84 billion in 

2014, and it is somewhat clear that the issuance of Sukuk is increasing rapidly, especially during the 

financial crisis of 2007 and 2008. The global circulation of Sukuk in 2006, 2007, 2008 and 2009 was 

$20.43billion, $37.63 billion, $20.99 billion and $34.3 billion respectively. Its issuance rapidly rebounded 

to $34.3 billion in 2009 after a brief decline in 2008, which was higher than the circulation in 2006. 

Hereafter, the Sukuk market reached a total issuance of $137.14 billion in 2012 with an average annual 

growth rate of about 60% globally ($51.24 billion in 2010, $85.07 billion in 2011 and $137.14 billion in 

2012) (Malaysian International Islamic Finance Centre, 2015).  

 

Malaysia is the world’s largest Islamic founder and has been the pioneer of Sukuk development 

(Oladunjoye, 2014; Rezaei, 2013; Alhabshi, 2013). The latest data showed that Malaysia continue to be 

accounted for the first place with 50.4% of total global Sukuk shares in 2018 (Malaysian International 

Islamic Finance Centre, 2019). Other countries also participated in Sukuk market actively, such as Saudi 

Arabia, Kuwait, Bahrain, Indonesia, Brunei, Pakistan, Gambia, UAE and so on (Said & Grassa, 2013; 

Zaidi, 2008). Saudi Arabia is considered as the second-largest player from the Middle East for Islamic 

finance with 30% of its total financial assets are in Islamic finance products. In 2004, the first Sukuk of 

the Kingdom of Saudi Arabia (KSA) was issued on behalf of HANCO Rent-A-Car (Alshamrani, 2014; 

Jamaldeen, 2012). Bahrain is another world’s leader in Islamic financial services with a dual banking 

system (Rezaei, 2013; Wilson, 2004). In the year of 2007, the Dubai International Financial Exchange 

(DIFX) had about $10.43 billion worth of Sukuk listed on it (Alshamrani, 2014).  

 

In addition, more and more non-Muslim countries are also been attracted to participate the Sukuk 

market. England became the first non-Muslim country to issue sovereign Sukuk with a five-year maturity 

of $0.35 billion on 25th June 2014 (Edwards, 2014). Hong Kong also issued $1 billion Sukuk successfully 

on 11th September 2014 (Rezaei, 2013, Hanefah, Noguchi & Muda, 2013). The government of Ningxia 

Hui, an autonomous region of China, signed an agreement with the Aviation Industry Corporation of China 

(AVIC) to decide on the issuance of $1.5 billion Sukuk on 24th December 2014 (China Development, 

2015). 

 

Usually, Sukuk can be treated as one alternative to conventional bond which complied with Sharia 

laws (Jamaldeen, 2012). Sukuk and conventional bond are quite similar and have no such differences in 

terms of financial perspectives. Consequently, this has brought about  rapid development in Sukuk, and 

sometimes, market participants tend to treat Sukuk as the conventional bond (Jamaldeen, 2012). However, 

Sukuk and conventional bond are distinctly different. One of the biggest differences between them is that 
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Sukuk means ownership of underlying asset together with the associated risk and potential return while 

the conventional bond is the certificate of pure debt (Jamaldeen, 2012). Table 1 compares Sukuk and 

conventional bond side by side so that makes it clearer and easier to understand. 

 

Table 1: Sukuk (Islamic Bond) versus Conventional Bond 
Issue Sukuk (Islamic Bond) Conventional Bond 

Ownership ⚫ Consistent with the laws of 

Sharia. 

⚫ Investors get the partial ownership 

of the Sukuk’s underlying asset. 

⚫ Underlying assets must 

compliance with Sharia law. 

⚫ The investors do not have the 

ownership of the asset or business 

they support.  

⚫ Representative borrowers owe the 

debt to the investors. 

Investment 

criteria 

⚫ All the investment activities and 

each issuance process need 

compliant to Sharia laws. 

⚫ Do not have the special law to 

follow, just need to comply with 

the local legislation. 

Meaning of per 

unit 

⚫ Represents a share of ownership 

of the underlying asset. 

⚫ Represents a share of debt. 

Face value ⚫ Based on the market value of the 

underlying asset. 

⚫ Based on the credit worthiness of 

issuer and its rating. 

Investment 

rewards and 

risks 

⚫ Profit and loss come from the 

share of underlying asset. The 

principle amount not guaranteed 

by the issuer at maturity.  

⚫ Get the interest payment based on 

the regularly scheduled during 

bond period and the principle will 

return at the maturity date. 

Costs and 

investor’s profit 

⚫ Negative relationship existed 

between investors’ profit and the 

cost of underlying asset.  

⚫ Investors are not affected by the 

performance of the underlying 

asset.  

Invest area ⚫ Prohibited to invest some area 

relate to gaming, tobacco, alcohol 

manufacturers and other include 

uncertainty.  

⚫ Do not have clear ban area. 

Sources: Alshamrani (2014), Franklin Templeton Investments (2014), Jamaldeen (2012) 

 

Types of Sukuk 

 

A number of different Sukuk types that have been structured based on a different mode of financing 

and Islamic transactions. Fourteen different types of Sukuk structures were established on the basis of 

Islamic financial contract and are acceptable in the AAOIFI Sharia standard 17 “investment Sukuk” (Saeed 

& Salah, 2014; Hanefah et al., 2013; Infosys, 2012). AAOIFI (2014) and Infosys (2012) pointed out that 

the most common types of Sukuk are Mudaraba, Musharaka, Murabaha, Ijara, Salam, Istisna and Hybrid 

Sukuk. In addition, Oladunjoye (2014) believed that Murabaha and Ijara are the most popular Sukuk 

structures based on the issuance and the number of issuers in 2012. Furthermore, Franklin Templeton 

Investments (2014) stated that the most popular type of Sukuk are Musharaka, Murabaha and Ijara based 

on the issuance volume. Thomson Reuters (2015) depicts the trend of global Sukuk based on five different 

structures from 2010 to the third quarter of 2014, which are Musharaka, Murabaha, Ijara, Wakala and 

Hybrid. This is as shown in Figure 1. 

 

The volatility of financial markets and the desire for stability linked bond/Sukuk market and financial 

stability closely. Attention has grown on bond/Sukuk and financial stability from different perspectives 

by policymakers, market participants and academicians.
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Figure 1: Global Sukuk Structure Trend from 2010 to 3rd Quarter 2014 (billions of USD) 

 

 
             Source: Thomson Reuters (2015) 

 

 

Although the types of Sukuk are numerous, three main parties are normally involved when Sukuk is 

issued, which are obligator, trustee or issuer and investors. Sometimes, underwriter may also be included 

as an optional party (Jamaldeen, 2012). Obligator refers to a government or a corporation who will achieve 

some financial benefit via Sukuk issuance. Trustee or issuer is a part connecting the obligator and the 

investors and this part usually know as special purpose vehicle (SPV). Investors are the parties who hold 

the Sukuk. While underwriter usually acts as an insurance of SPV to guarantee any unsold Sukuk will be 

purchased.  

 

Taoual (2016) comprehensively studied and analysed the development of Sukuk market in the Gulf 

Corporation Countries (GCC) from the following five aspects: 1) the maturity of Sukuk, treated as short 

term if the maturity less than 12 months; 2) the issuance currencies of Sukuk, divided into domestics and 

international markets based on whether it was issued in local currencies; 3) the industry distribution of 

Sukuk issuer, which included basic materials, government, consumer prod, industrial, financial, and 

oil/gas/electricity industry; 4) the structure and potential risk of Sukuk, which contained Mudarabah, 

Musharakah, Murabahah, Ijarah, and Hybird Sukuk; and 5) the Islamic securitization by basic collateral 

of Sukuk, which included residential mortgages, trade receivables, property lease receivable, and lease 

receivables. The finding of this study indicated that Sukuk could indeed achieve the effective contribution 

to the financial stability of GCC.  

 

Sukuk and Financial Stability 

 

Although the development of Sukuk has also been affected by financial crisis in 2007 and 2008, the 

performance of Sukuk during and after financial crisis deserves attention. As mentioned earlier, the global 

circulation of Sukuk increased 554% approximately from $20.99 billion in 2008 to $137.14 billion in 2012 

(Malaysian International Islamic Finance Centre, 2015). At the same time the development of Sukuk in 

Malaysia was propitious during the financial crisis where it accounted for half of the total stock of 

Malaysian corporate bonds in 2008 (Jobst et al., 2008), and corporate Sukuk’s issue amount as a percentage 

of total bond issuance was 65.5%, 47.6%, 53% and 57% in 2007, 2008, 2009 and 2010 respectively 

(Securities Commission Malaysia, 2010; Bank Negara Malaysia & Securities Commission Malaysia, 

2009). The amount of Sukuk issued rebounded quickly after the crisis and continue to bloom in Malaysia 

and globally. Its outstanding performance demonstrated its ability to withstand the financial crisis.
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In addition, scholars and relevant policy makers have affirmed the positive effects of Sukuk on 

financial stability. The Governor of the Central Bank of Malaysian (Bank Negara Malaysia), Dr. Zeti 

Akhtar Aziz gave a speech at the 10th World Islamic Economic Forum (WIEF) in 2014, she confirmed that 

the dynamism of the Sukuk market has contributed towards strengthening financial stability (Aziz, 2014). 

Besides, Zin et al. (2011) and Taoual (2016) stated that the Sukuk market is now the most powerful part in 

Islamic finance and affirmed the role of Islamic bonds in promoting financial stability. Although some 

studies have begun to focus on Sukuk and financial stability, most of them were only been discussed 

theoretically to provide understanding of those two topics from a basic perspective, such as development 

history, definitions and so on (Saeed & Salah, 2014; Rosengren, 2011; Zin et al., 2011; Alawode & Sadek, 

2008). 

 

Furthermore, Sukuk provided one option for a company to issue fixed-yield securities, which at the 

same time follows Sharia Islamic law that prohibited uncertainty, interest and gambling. These unique 

properties of Sukuk allowed the issuers to access longer-termed funding at lower financing costs, and thus 

have attracted more domestic firms to tap into Malaysian Sukuk market to meet their financing needs 

(Bank Negara Malaysia, 2015a; Alhabshi, 2013). Meanwhile, Singh (2015) pointed out that debt 

management was seen as a key factor to achieve financial stability. As a substitute of conventional bond, 

Sukuk was also a debt security. Thus, Sukuk could influence Malaysian firms’ financing significantly via 

enhancing rationality of capital structure (Patuta & Pryshko, 2016; Haron & Ibrahim, 2012).  

 

Zin et al. (2011) pointed out the development of the Sukuk market can promote financial stability as 

it could participate in international market and could generate important cross-border capital flows that 

could be realized outside the domestic market. In its infancy, the government was the main player in the 

Sukuk market. As demand for long-term financing grows, the private sector has become an integral part 

of the Sukuk market. In this highly competitive environment, the depth and liquidity of the Sukuk market, 

as well as the huge role that Sukuk market can enable large cross-border flows of money outside the 

domestic market are conducive to promoting global economic growth and financial stability.
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Figure 2: The Relationship between Dependent Variable and Independent Variables 
 

 
 

Framework of the Study 

 

Figure 2 depicts the relationship that existed among the variables in this study. The dependent variable 

was the financial stability of the firms that issued Sukuk, and the independent variables were divided into 

two parts. First, the specific Sukuk characteristics, which included intensity of Sukuk, tenure of Sukuk, 

coupon rate of Sukuk and proportion of Sukuk financing. The second group of variables were the firms’ 

characteristics, which included firms’ size, the valuation, the liquidity, the solvency, and the profitability 

of the firms.  

 

The Dependent Variable 

 

The dependent variable used in this research was financial stability of each firm that issued Sukuk, 

and proxied by the naïve distance to default (DD) probability based on Bharath and Shumway’s naïve DD 

model which developed in 2008. The model which originated from Merton model (Cui & Cai, 2014; 

Falkenstein & Boral, 2001; Bharath & Shumway, 2008). The original Merton DD model can measure the 

firms’ solvency risk as well as liquidity risk. The most difficult part of this model was that the company’s 

total value (V) and volatility of the company’s asset (𝜎𝑉) which were not easily obtainable; therefore, two 

non-linear equations were required for these two parameters. Moreover, since Merton DD model can be 

easily improved, the theoretical circle had made continuous attempts and efforts to do the contribution of 

Merton DD model so that to make this model easier to be used (Cui & Cai, 2014; Falkenstein & Boral, 

2001).  

 

Through their empirical research, Bharath and Shumway (2008) proposed a new and easier way to 

predicting default based on Merton DD model, namely, naïve DD model. The naïve DD model built a 

simple alternative probability based on Merton DD probability that does not require to solve for the firm’s 

equity value and the volatility of the equity (𝜎𝐸 ). This naïve DD model provided a reduced-form of Merton 

DD model, meanwhile, it had the same functional form and the basic input variables as Merton DD model; 

and it was easier to compute DD. The naïve DD model might be one of the most important theoretical 



UNIMAS Review of Accounting and Finance 

Vol.5 No.1 2021 

 

© 2021 UNIMAS All Rights Reserved         Page | 59  

 
 

improvements to Merton model in recent years (Cui & Cai, 2014; Bauer & Agarwal, 2014. In order to 

predict financial stability more concisely and accurately, this study also adopted the Bharath and 

Shumway’s naïve DD model and the following part of this section elaborates on this new naïve DD model. 

 

Before establishing the new probability, Bharath and Shumway (2008) let the market value of each 

company’s debt equal to the face value of its debt approximately:  

𝑛𝑎𝑖̈𝑣𝑒 𝐷 = 𝐹                                  (1) 

And according to the accounting identity, the company's assets (V) were equal to the sum of the market 

value of the risky debt (D) and the equity value (E), in this way: 

 

𝑉 = 𝐸 + 𝐹                              (2) 

   

After this, Bharath and Shumway (2008) were of the opinion that a company on the brink of default were 

usually with the risky debt, and debt risk was closely related to equity risk. Thus, the debt volatility of 

each company could be approximated as: 

 

𝑛𝑎𝑖̈𝑣𝑒 𝜎𝐷 = 0.05 + 0.25𝜎𝐸                       (3) 

 

where 0.05 representative the term structure volatility and the 0.25 equity volatility made the volatility 

correlated with default risk. And 𝜎𝐷 and 𝜎𝐸 were the volatility of debt and volatility of equity respectively. 

Therefore, the following weighted algorithm can estimate the volatility of the company’s asset value 

approximately: 

 

𝑛𝑎𝑖̈𝑣𝑒 𝜎𝑉 =
𝐸

𝐸+𝑛𝑎�̈�𝑣𝑒𝐷
𝜎𝐸 +

𝑛𝑎�̈�𝑣𝑒𝐷

𝐸+𝑛𝑎�̈�𝑣𝑒𝐷
𝑛𝑎𝑖̈𝑣𝑒𝜎𝐷  

=
𝐸

𝐸+𝐹
𝜎𝐸 +

𝐹

𝐸+𝐹
(0.05 + 0.25𝜎𝐸)                  (4) 

 

where 𝑛𝑎𝑖̈𝑣𝑒 𝜎𝑉 was the firm volatility, E was the market value of equity, F was the market value of total 

debt which would be measured by total liabilities. 

 

Then, Bharath and Shumway (2008) set the expected return on the company’s assets equal to the 

return on the company’s stocks in the previous year: 

 𝑛𝑎𝑖̈𝑣𝑒𝜇 = 𝑟𝑖𝑡−1                               (5) 

 

So far, this iterative procedure focused on the data of equity return over the entire year and had made 

it possible to capture some information same with Merton DD model. Then, the naïve distance to default 

can be defined as follows once the parameter 𝑛𝑎𝑖̈𝑣𝑒𝜇 has been obtained: 

 

𝑛𝑎𝑖̈𝑣𝑒𝐷𝐷 =
𝑙𝑛[(𝐸+𝐹)/𝐹]+(𝑟𝑖𝑡−1−0.5𝑛𝑎�̈�𝑣𝑒𝜎𝑉

2)𝑇

𝑛𝑎�̈�𝑣𝑒𝜎𝑉√𝑇
                 (6) 

where: 

𝑛𝑎𝑖̈𝑣𝑒𝐷𝐷 = naïve distance to default; 

E = market value of equity; 

F = market value of total debt which will measured by total liabilities; 

𝑟𝑖𝑡−1 = stock return over the previous one year; 

T = time to maturity T is set to one year; and 
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𝑛𝑎𝑖̈𝑣𝑒 𝜎𝑉 = the firm volatility. 

 

Equation (6) preserved the Merton DD model and the calculation was extremely simple. The naïve 

DD probability was then written as: 

 

𝑛𝑎𝑖̈𝑣𝑒𝑃𝑑𝑒𝑓 = 𝑁(−𝑛𝑎𝑖̈𝑣𝑒𝐷𝐷)                        (7) 

 

Independent Variables 

 

The first part of the independent variables was related to Sukuk. Followed the study done by Taoual 

(2016), this study explored the relationship between the characteristics of Sukuk and financial stability. 

And in line with studies done by Smaoui & Nechi (2017), Taoual (2016), Jamaldeen (2012), and Hmida 

& Brahmi (2016), the variables related to the specific characteristics of Sukuk included were Sukuk 

intensity, tenure, coupon rate and proportion of Sukuk financing. 

 

Intensity of Sukuk, refers to the total number of Sukuk issuance per company per year. This means 

that a company may have issued Sukuk more than once in a year. This variable served as one indicator of 

the Sukuk development (Smaoui & Nechi, 2017). Tenure of Sukuk, means the length of time from Sukuk 

issued date to the maturity date, and measured by years. The same variable “Sukuk maturity”, was used by 

Taoual (2016), and served as one of the characteristics of Sukuk. Coupon rate of Sukuk is different from 

the coupon rate of the conventional bond. As interest is prohibited in Islamic finance, coupon of Sukuk 

refers to a stable payment flow which comes from a certain percentage of profits derived from the 

underlying asset. Thus, the coupon rate of Sukuk is a pre-determined specified profit rate. And it should 

be noted that the profit of Sukuk to investors is not guaranteed, the investors may suffer losses (Jamaldeen, 

2012). Proportion of Sukuk is similar to the “ratio of bond financing” which was used by Hmida and 

Brahmi (2016) and means that how much of the total asset that was funded by Sukuk. Those four proxies 

specific to Sukuk are expected to have positive correlation with financial stability, as many researches 

confirmed the role of bond/Sukuk in promoting financial stability (Taoual, 2016; Zin et al., 2011; Burger 

et al., 2009). 

 

In addition, the specific characteristics of the firms are incorporated as control variables in this study. 

In line with prior research done by Skribans (2009), Cernavskis (2014), Lemus-Esquivel et al. (2015), Yu 

and Zhao (2015), and Orazalin et al. (2019), after a comprehensive consideration, the variables related to 

the company’s specific characteristics included five  aspects of the company, namely, firm’s size, 

valuation, liquidity, solvency, and profitability. 

 

Firms’ size is an important and basic characteristic of a company (Dang, Li & Yang, 2018), and 

usually measured by the natural logarithm of the total asset (Orazalin et al., 2019; Lemus-Esquivel et al., 

2015). As stated by trade-off theory, large firms were stronger in facing bankruptcy cost as they were far 

more diversified (Mohamed et al., 2015), and hence the larger the company, the higher the company’s 

financial stability (Skribans, 2009). Thus, it is assumed that a positive relationship exists between the firm 

size and financial stability.  

 

Firms’ valuation, which determines the potential value of a company and provides information about 

the company’s share price. Price to earnings ratio (P/E ratio) was the proxy of the firms’ valuation in this 

study which was normally used to explore the reasonableness of stock price by investors, and usually used 

to estimate their future earnings. The lower the value of this ratio means that the investment payback
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period is a shorter and with smaller risk, and thus a larger value of the investment (Danielson & Dowdell, 

2001). Valuation has a great significance to a company’s sustainable development which is closely related 

to financial stability (Pera, 2017; Yu & Zhao, 2015; Cernavskis, 2014). Thus, a positive relationship is 

assumed between valuation and firms’ financial stability. 

 

Firms’ liquidity, reveals the company’s ability to fulfil its short-term financial obligations. Quick ratio 

was selected to represent the liquidity of the company (Lemus-Esquivel et al., 2015). A company with 

high liquidity indicator tends to perform better during the 2008 financial crisis (Vieira, 2010). Thus, a 

positive relationship is assumed between liquidity and the firms’ financial stability. 

 

Firms’ solvency ratio refers to the company’s ability to fulfil its long-term debts and financial 

obligations. Debt to equity ratio (D/E ratio) was normally used as the indicator of the firms’ solvency or 

leverage ratio (Lemus-Esquivel et al., 2015). D/E ratio indicates how much capital is in the form of debt 

and whether a company is able to meet its debt obligations persistently. The firms would face higher risk 

if this ratio increases (Lemus-Esquivel et al., 2015). And Orazalin et al. (2019) found that leverage of the 

firms was significant and negatively related with firms’ financial stability. Thus, a negative relationship is 

assumed between solvency and firm’s financial stability. 

 

Firms’ profitability, reveals the result of the company’s decision on investment and production 

planning, and the ability of a company to generate profit. Return on asset (RoA) was chosen as its proxy 

(Lemus-Esquivel et al., 2015; Reynaud & Thomas, 2013). Obviously, the higher the value of RoA means 

that the better the performance of the company. Thus, a positive relationship is assumed between 

profitability and firm’s financial stability. 

 

DATA DESCRIPTION 

 

As mentioned earlier, the objective of this study is to explore the influence of Sukuk on firms’ 

financial stability in Malaysia spanning from 1997 to 2017. Malaysian listed firms that have issued Sukuk 

were the main concern of this study. Data for this study was obtained from Bond Info Hub, the website 

under Bank Negara Malaysia (BNM) which was responsible to publish all bonds information in Malaysia 

and provided the historical data about Sukuk since 1997. While the data of the calculation of firm’s 

financial stability and also firms’ characteristics were obtained from Thomson Returns DataStream. 

 

The sample size of this study consisted of 61 firms listed on Bursa Malaysia that have issued Sukuk. 

The sample selection involved 5 steps. Firstly, all the firms that issued Sukuk were obtained from Bond 

Info Hub. There were altogether 164 firms that issued Sukuk from 1997 to 2017. Secondly, 58 company 

were excluded because they were not listed on Bursa Malaysia. Thirdly, 13 financial institutions (banks 

and insurance companies) were excluded from the sample because of the high leverage and high level of 

industry regulations imposed on them (Cooper, Jackson III, & Patterson, 2003). Subsequently, 23 sample 

companies were excluded as they were subsidiaries and their data had been merged into the parent 

companies’. This is because the study only focused on the parent companies. Lastly, further 9 firms were 

discarded since the financial data related to the company was not sufficient. After these five criteria, 61 

sample firms were included in this study. The whole sample selection procedure is as shown in Table 2 

below.
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Table 2: Sample Selection Procedure 

 
Selection Criteria Number of Sample Companies 

All companies that issued Sukuk from 1997 to 2017 164 

Less companies list on Bursa Malaysia (58) 

Less financial companies (13) 

Less subsidiaries of main companies (23) 

Less companies with insufficient data on financial (9) 

Final number of firms in the study  61 

 

Out of these 61 Malaysian listed companies they were be further classified as in Table 3. 

 

Table 3: Analysis of Sample Companies 
 

Number of Years Issued Sukuk Number of Companies Issued Sukuk Observations 

5 1  5 (5*1) 

4 0  0 (4*0) 

3 6  18 (3*6) 

2 11  22 (2*11) 

1 43  43 (1*43) 

Total 61 Companies 88 Observations 

 

Table 3 shows the number of companies that issued Sukuk from year 1997 to 2017. Based on the 

table it was found that there were only one company issued Sukuk for five years, which were years in 

1997, 2001, 2004, 2013, and 2014. Besides, there were six companies that issued Sukuk for three years. 

Furthermore, there were eleven companies in Malaysia that had issued Sukuk for two years. Additionally, 

there were forty-three companies that had been issued Sukuk for one year. Finally, the total obtainable 

observations were eighty-eight. 

 

It was observed that companies did not issue Sukuk every year, and they could only have issue Sukuk 

once in their life time. According to the data collected, more than 70% of the sample companies issued 

Sukuk once only, thus, the data could not be formed as panel data. Then, this study would list down all the 

sample companies by the time Sukuk was issued and then the time factor to be ignored. Therefore, the data 

used in this study was treated as cross-section data. 

 

SPECIFICATION OF THE STUDY MODEL 

 

The naïve DD model created by Bharath and Shumway based on Merton DD model in 2008 was 

adopted to measure the default probability of the Sukuk issuers. And based on the functional form 

developed by Hmida and Brahmi (2016) and Orazalin et al. (2019), the empirical model of this study was 

established as follow: 

 

𝑛𝑎𝑖̈𝑣𝑒 𝐷𝐷𝑖 = 𝑓(𝑆𝑝𝑒𝑐𝑖𝑓𝑖𝑐_𝑆𝑢𝑘𝑢𝑘𝑖 , 𝐶𝑜𝑚𝑝𝑎𝑛𝑦_𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑖  )            (8) 

 

In Equation (8), naïve 𝐷𝐷𝑖 was the distance to default of company i, which was the proxy of 

company’s financial stability and worked as the dependent variable in this study. 𝑆𝑝𝑒𝑐𝑖𝑓𝑖𝑐_𝑆𝑢𝑘𝑢𝑘𝑖 was 

the first part of independent variables that were related to the four  characteristics of Sukuk issued by 

company i, which included intensity of Sukuk (Inti), tenure of Sukuk (Teni), coupon rate of Sukuk (CoRi) 

and proportion of Sukuk financing (PSi) (Smaoui & Nechi, 2017; Taoual, 2016; Jamaldeen, 2012; Hmida



UNIMAS Review of Accounting and Finance 

Vol.5 No.1 2021 

 

© 2021 UNIMAS All Rights Reserved         Page | 63  

 
 

& Brahmi, 2016). 𝐶𝑜𝑚𝑝𝑎𝑛𝑦_𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑖 was the second part of independent variables that are related to 

the characteristics of company i, which consisted of five aspects as follows: firm size (TAi), firm’s price-

to-earnings ratio (P/Ei), firm’s liquidity (QRi), firm’s solvency (D/Ei), and firm’s profitability (RoAi) 

Thus, Equation (8) can be rewritten as follows:  

 

𝑛𝑎𝑖̈𝑣𝑒 𝐷𝐷𝑖 = 𝛽0 + 𝛽1𝐼𝑛𝑡𝑖 + 𝛽2𝑇𝑒𝑛𝑖 + 𝛽3𝐶𝑜𝑅𝑖 + 𝛽4𝑃𝑆𝑖 + 𝛽5𝑇𝐴𝑖 + 𝛽6𝑃/𝐸𝑖 +  

𝛽7𝑄𝑅𝑖 + 𝛽8𝐷/𝐸𝑖 + 𝛽9𝑅𝑜𝐴𝑖 + 𝜀𝑖                           (9) 

 

RESULTS AND FINDINGS 

 

The main analytical technique employed in this study was multiple regression analysis, and this was 

used to explore whether the characteristics of Sukuk as well as the company’s characteristics could 

influence the financial stability of listed firms that have issued Sukuk.  

 

Multiple Regression Analysis 

 

The results of the analysis are as shown in Table 4. According to the table, the computed R-squared 

(𝑅2) of the regression equation was 43.66%. In terms of the test for overall significance, F test was 

conducted to determine whether a significant relationship existed between the dependent variable and the 

independent variables. From the results it was found that the F value is significant at 1% level. 

 

Subsequently, the individual tests which included t-test was employed for the individual significance 

of each independent variable in the regression equation. Three of the variables were found to be significant 

at 1% level; they were proportion of Sukuk financing, firm size and P/E ratio. Three variables were 

significant at 5% level. The variables were intensity of Sukuk, debt-to-equity ratio and return on assets. 

All in all, six out of nine independent variables’ t-values were greater than the critical value at 5% 

significant level. Thus, it can be concluded that six independent variables were significant and have 

influenced on the financial stability of the Sukuk issuers.   

 

Discussion on the Independent Variables 

 

As indicated earlier, the independent variables consisted of two groups, namely, specific variables 

related to characteristics of Sukuk, and variables related to characteristics of the company. Intensity of 

Sukuk (Int) was the first proxy of Sukuk’s characteristics and this variable displayed a positive effect on 

firms’ DD; the higher the Sukuk’s intensity, the more stable the company. This is in line with the finding 

of Smaoui and Nechi (2017) which indicated positive association between Sukuk development and 

economic growth. This variable was significant at the 5% level. 

 

Tenure of Sukuk (Ten), the second proxy of Sukuk’s characteristics, also shown a positive relationship 

with firms’ DD, the longer the tenure of Sukuk, the more funds of the issuing company, hence, the more 

stable the issuing company. This had supported Taoual’s (2016) finding which argued that more long term 

of Sukuk were issued in the Gulf Corporation Countries (GCC) region. However, this variable was 

insignificant even at the 10% level.  

 

Coupon rate of (CoR) was the third proxy related to the Sukuk’s characteristics. The estimated 

coefficient of this variable was negative and insignificantly related to firms’ DD even at 10% significant 

level. This suggested the higher the coupon rate of Sukuk, the more profit should be distributed to investors, 

hence, the lower the financial stability of firms. 
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Table 4: Ordinary Least Squares (OLS) Results 
 

Variable Coefficient 
Standard 

Error 
t-Statistic Probability 

C -14.4487 3.6552 -3.9529 0.0002*** 

Int 0.0052 0.0025 2.0922 0.0397** 

Ten 0.0095 0.0129 0.7378 0.4628 

CoR -0.0975 0.0872 -1.1181 0.2669 

PS 0.7342 0.2694 2.7254 0.0079*** 

LnTA 0.8028 0.1745 4.6013 0.0000*** 

P/E 0.0482 0.0176 2.7378 0.0077*** 

QR 0.0478 0.1548 0.3089 0.7582 

D/E -0.3943 0.1729 -2.2801 0.0253** 

RoA 0.0772 0.0344 2.2438 0.0277** 

R-squared 0.4366 Adjusted R-squared 0.3716 

S.E. of regression 2.1557 Mean dependent var 3.2588 

Log likelihood -187.1515 F-statistic 6.7153 

Durbin-Watson stat 1.8186 Prob(F-statistic) 0.0000*** 

Note: C, constant term; Int, intensity of Sukuk; Ten, tenure of Sukuk; CoR, coupon rate of Sukuk; PS, 

proportion of Sukuk; lnTA, total asset in natural logarithm form; P/E, price to earnings ratio; QR, quick ratio; 

D/E, debt to equity ratio; RoA, return on asset; The asterisks (**) and (***) denote rejection of the null 

hypothesis at 5% and 1% significant level respectively. 

 

The last proxy of Sukuk’s characteristics was the proportion of Sukuk to total financing (PS). The 

coefficients of this variable were positive with firms’ DD and significant at 1% significant level. This high 

significant might be explained by the Pecking Order Theory (Myer & Majluf, 1984) that the company’s 

managers preferred to raise fund via debt, and debt financing indicated that the managers acknowledged 

the company’s situation well and they were confident with their investment activities. This finding was 

similar to a study done by Hmida and Brahmi (2016) that ratio of bond financing was significantly affected 

financial stability. 

 

Generally, Sukuk could promote the firms’ financial stability, and this positive and significant 

influence was more telling mainly by intensity of Sukuk and proportion of Sukuk. Moreover, three out of 

four variables related to Sukuk’s characteristics which were intensity of Sukuk (Int), tenure of Sukuk (Ten), 

and proportion of Sukuk (PS) were positively related to firms’ financial stability, while there was negative 

relationship existed between coupon rate of Sukuk (CoR) and firms’ financial stability. 

 

The variables that were related to the characteristics of the company itself were the second group of 

independent variables in this study, it included five aspects of the company as follows: total asset, 

valuation, liquidity, solvency, and profitability. 

 

Total asset (TA) was the first basic characteristic of a company that was found to have positive and 

significantly relationship with DD, and it was significant at 1% level. This finding was in line with the 

study done by Skribans (2009) which indicated that the larger the company, the higher the company’s 

financial stability. This appears to indicate that a bigger company would be able to withstand unforeseen 

financial shock. 

 

The second variable related to the company’s characteristics was the price to earnings ratio (P/E) 
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used to measure the valuation of the firms. The estimated coefficient of P/E showed that valuation had a 

statistically positive and significant relationship with the firms’ DD at the 1% level. This supported the 

result of Yu and Zhao (2015) and Pera (2017) which indicated positive influence on financial stability as 

implied by a higher P/E value. The higher the P/E value, the higher the share price which indicated that 

investors had plenty of confidence in the company’s future, and thus, the higher the financial stability of 

company. 

 

Liquidity variable (QR) was the third variable that was related to the firm’s characteristics. The 

estimated coefficient of this variable was found to be positively related to DD, and unfortunately it was 

insignificant even at the 10% level. This finding suggested that the impact of company’s short-term debt 

repaying ability on firms’ financial stability was limited. This finding supported by study done by Vieira 

(2010), and could be explained by the study done by Pera (2014) and Cernavskis (2014) that financial 

stability was an indispensable condition for the company’s long-term development, and firms’ financial 

stability was firms’ solvency which related to the firms’ ability to repay long-term obligations. 

 

Next, the proxy variable for solvency or leverage (D/E), and its estimated coefficient was statistically 

significant at the 5% level and negatively related to the DD. This suggested that the higher the solvency 

or leverage, the higher bankruptcy probability, and this result supported the finding by Orazalin et al. 

(2019). Furthermore, this finding also supported the trade-off theory (Modigliani & Miller, 1958) that 

managers should be aware that marginal benefit from debt financing would decrease as the debt financing 

ratio increased. Thus, although Sukuk would enhance firms’ financing stability, this did not mean that there 

was no limit. Managers should seek the balance between debt financing and equity financing that was in 

line with the reality of the firms. 

 

Subsequently, the coefficient of the profitability of the company that was measured by the return on 

asset (RoA) was statistically significant at 5% level and positively related with the DD. The finding 

supported the result of Vieira (2010) and Hmida and Brahmi (2016) that profitability was important to 

company’s financial stability. This indicated that the better the company’s ability to generate earnings from 

its assets, the better the financial stability. 

 

 

CONCLUSION 

 

The results of the regression analysis indicated the Sukuk could promote the firms’ financial stability 

in Malaysia, especially the intensity of Sukuk (Int) and proportion of Sukuk (PS) to total financing, both 

of them were significant and positively related to firms’ financial stability. The findings provide evidence 

on the importance of Sukuk in influencing the financial stability of firms. Thus, Sukuk has a significant 

role to play in the capital market. In addition, it is becoming an important asset class for investors to 

consider.  Not only that, the issuance of Sukuk adds to the diversity of funds available to companies. 

Apparently, it is essential for Malaysia to get involve actively in promoting Sukuk as important source of 

financing. 

 

With regard to variables related to firms’ characteristics, firm size, firm valuation (P/E ratio), firm 

solvency/leverage, and firm profitability were found to be highly significant in influencing their financial 

stability. Therefore, it provides indications that firms that wish to issue Sukuk should be concerned with 

their size, solvency standing, P/E ratios and also their profitability. The issuing of Sukuk without due 

consideration to these factors may be detrimental to their financial stability.



UNIMAS Review of Accounting and Finance 

Vol.5 No.1 2021 

 

© 2021 UNIMAS All Rights Reserved         Page | 66 

 
 

REFERENCES 
 
Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI). (2014). National bank of 

Kazakhstan becomes a member of AAOIFI. Retrieved from http://www.aaoifi.com/en/news/nbk-takes-up-

aaoifi-membership-2014.html. 

Alawode, A.A., & Sadek, M.A. (2008). ‘What is financial stability?’, Central Bank of Bahrain, Financial 

Stability Paper Series, 1. 

Alhabshi, S.O. (2013). The history of Sukuk development in Malaysia: legal and governance perspective. 

Paper presented at International Seminar on Sukuk and Islamic Financing Instrument, Kuala Lumpur, 

Malaysia. 

Alshamrani, A. (2014). Sukuk issuance and its regulatory framework in Saudi Arabia. Journal of Islamic 

Banking and Finance, 2(1), 305-333. 

Aziz, Z.A. (2014). Sukuk development and financial stability. Retrieved from 

http://www.bis.org/review/r141029c.htm. 

Bank for International Settlements. (1997). Group of ten – Financial stability in emerging markets 

economies. Retrieved from https://www.bis.org/publ/gten02.htm. 

Bank Negara Malaysia. (2015a). Financial stability and payment systems report 2014. Retrieved from 

www.bnm.gov.my/files/publication/fsps/en/2014/fs2014_book.pdf. 
Bank Negara Malaysia. (2015b). What is financial stability? Retrieved from 

http://www.bnm.gov.my/?ch=fs_ovr&pg=fs_ovr_what. 

Bank Negara Malaysia., & Securities Commission Malaysia. (2009). Malaysian debt securities and Sukuk 

market a guide for issuer and investors. Retrieved from 

https://www.sc.com.my/api/documentms/download.ashx?id=9b218a7d-9ce0-47e6-a2e1-

2ee38bad11b1. 

Bank of England. (2015). Financial stability. Retrieved from 

http://www.bankofengland.co.uk/financialstability/Pages/default.aspx. 

Bauer, J., & Agarwal, V. (2014). Are hazard models superior to traditional bankruptcy prediction 

approaches? A comprehensive test. Journal of Banking and Finance ,40, 432-442. 

Beck, T., Degryse, H., & Kneer, C. (2014). Is more finance better? Disentangling intermediation and size 

effects of financial systems. Journal of Financial Stability, 10, 50-64. 

Berger, A.N., Klapper, L.F., & Turk-Ariss, R. (2009). Bank competition and financial stability. Journal of 

Financial Services Research, 35, 99-118. 

Bharath, S.T., & Shumway, T. (2008). Forecasting default with the Merton Distance to Default Model. 

Review of Financial Studies, 21(3), 1339-1369. 

Burger, J.D., Warnock, F.E., & Warnock, V.C. (2009). Global financial stability and local currency bond 

markets. Retrieved from https://faculty.darden.virginia.edu/warnockf/BWW_2009.pdf. 

Cernavskis, K. (2014). Financial stability of enterprise as the main precondition for sustainable 

development of economy. Regional Formation and Development Studies, 8(3), 36-46. 

China Development. (2015). Ningxia intended to issue Sukuk to attract oil dollars. Retrieved from 

http://www.chinadevelopment.com.cn/cj/zq/2015/01/837170.shtml. 

Cihak, M. (2006). How do central banks write on financial stability. International Monetary Fund, 

working paper, No. WP/06/163. 

Cihak, M. (2007a). Central banks and financial stability: a survey. Retrieved from 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=998335. 

Cihak, M. (2007b). Systemic loss: a measure of financial stability. Czech Journal of Economics and 

Finance, 57, 5-26. 

Cihak, M., Munoz, S., Sharifuddin, S.T., & Tintchey, K. (2012). Financial stability reports: what are they 

good for? International Monetary Fund, working paper, No. WP/12/1.

http://www.bnm.gov.my/files/publication/fsps/en/2014/fs2014_book.pdf


UNIMAS Review of Accounting and Finance 

Vol.5 No.1 2021 

 

© 2021 UNIMAS All Rights Reserved         Page | 67 

 
 

Cooper, M.J., Jackson III, W.E., & Patterson, G.A. (2003). Evidence of predictability in the cross-section 

of bank stock returns. Journal of Banking & Finance, 27(5), 817-850. 

Creel, J., Hubert, P., & Labondance, F. (2015). Financial stability and economic performance. Economic 

Modelling, 48, 25-40. 

Cui, Y., & Cai, Y.L. (2014). An empirical study of financial distress prediction of listed companies in China 

– based on the naïve DD model of Bharath and Shumway (2008). Management Science and Research, 

3(4), 118-129. 

Danielson, M.G., & Dowdell, T.D. (2001). The return-stages valuation model and the expectations within 

a firm's P/B and P/E ratios. Financial Management, 30(2), 93-124. 

Dusuki, A.W. (2010). Do equity-based Sukuk structures in Islamic capital markets manifest the objectives 

of Sharia. Journal of Financial Services Marketing, 15(3), 203-214. 

Falkenstein, E., & Boral, A. (2001). Some empirical results on the Merton model. Risk Professional, 4. 

Franklin Templeton Investment. (2014). The Sukuk Market Comes of Age. Retrieved from 

http://www.franklintempleton.com.hk/downloadsServlet?docid=hfc2r4k9. 

Hanefah, M.M., Noguchi, A., & Muda, M. (2013). Sukuk: global issues and challenges. Journal of Legal, 

Ethical and Regulatory Issue, 16(1), 107-119. 

Haron, R., & Ibrahim, K. (2012). The Impact of Sukuk on Corporate Financing: Malaysia Evidence. 

Journal of Islamic Finance, 1(1), 1-11. 

Hmida, M., & Brahmi, M.B. (2016). Bond Markets and Financial Stability: Evidence from the Asian 

Experience. International Journal of Econometrics and Financial Management, 4(1), 17-28. 

Infosys. (2012). Sukuk and its growth across major Islamic financial markets. Retrieved from 

http://www.infosys.com/finacle/solutions/thought-papers/Documents/Sukuk-and-its-growth.pdf. 

International Monetary Fund. (2017). IMF - Financial soundness indicators (FSI). Retrieved from 

http://www.nber.org/africa/display/1055. 

Islamic Finance News. (2015). 2015 Annual guide. Retrieved from 

http://www.islamicfinancenews.com/sites/default/files/supplements/IFNGuide.pdf. 

Jamaldeen, F. (2012). Islamic finance for dummies. New Jersey, Canada: John Willey & Sons. 

 

Jobst, A., Kunzel, P., Mills, P., & Sy, A. (2008). Islamic bond issuance: what sovereign debt managers 

need to know. International Journal of Islamic and Middle Eastern Finance and Management, 1(4), 

330-344. 

Lemus-Esquivel, J.S., Quicazán-Moreno, C.A., Hurtado-Guarin, J.L., & Lizardo-Cuéllar, A. (2015). 

Financial soundness index for the private corporate sector in Colombia. Graduate Institute of 

International and Development Studies, working paper, No. 08/2015. 

Malaysian International Islamic Finance Centre. (2015a). Global Sukuk report 1Q 2015. Retrieved from 

http://www.mifc.com/index.php?ch=28&pg=72&ac=124&bb=uploadpdf. 

Malaysian International Islamic Finance Centre. (2015b). Introduction to Sukuk. Retrieved from 

http://www.mifc.com/?ch=ch_kc_definitions&pg=pg_kcdf_overview&ac=229. 

Malaysian International Islamic Finance Centre. (2019). Global Sukuk issuance 2018. Retrieved from 

http://www.mifc.com/index.php?rp=globalSukuk2018. 

Merton, R.C. (1974). On the pricing of corporate debt: the risk structure of interest rates. The Journal of 

Finance, 29(2), 449-470. 

Modigliani, F., & Miller, M. (1958). The cost of capital, corporate finance and the theory of investment.  

American Economic Review, 48(3), 261-297. 

Mohamed, H.H., Masih, M., & Bacha, O. (2015). Why do issuers issue Sukuk or conventional bond? 

Evidence from Malaysian listed firms using partial adjustment models. Pacific-Basin Finance 

Journal, 34, 233-252. 

Morris, V.C. (2010). Measuring and forecasting financial stability: the composition of an aggregate



UNIMAS Review of Accounting and Finance 

Vol.5 No.1 2021 

 

© 2021 UNIMAS All Rights Reserved         Page | 68 

 
 

financial stability index for Jamaica. Retrieved from http://boj.org.jm/uploads/pdf. 

Myers, S. C., & Majluf, N. S. (1984). Corporate financing and investment decisions when firms have 

information that investors do not have. Journal of Financial Economics, 13(2), 187-221. 

Oladunjoye, M.O. (2014). Sukuk as a tool for infrastructural development in Nigeria. Journal of Islamic 

Banking and Finance, 2(1), 335-344. 

Orazalin, N., Mahmood, M., & Narbaev, T. (2019). The impact of sustainability performance indicators 

on financial stability: evidence from the Russian oil and gas industry. Environmental Science and 

Pollution Research, 26(8), 8157-8168. 

Patuta, O.S., & Pryshko, K.Y. (2016). Influence of capital structure on financial stability of enterprise. 

Economic and Society, 2, 65-69. 

Pera, J. (2017). An enterprise’s financial stability and its sustainable growth. A risk-based perspective. 

Przedsiębiorczość Międzynarodowa, 3(2), 49-62. 

Rezaei, Z. (2013). Sukuk: An Islamic financial instrument. Management and Administrative Science 

Review, 2(3), 261-267. 

Rosengren, E.S. (2011). Defining Financial Stability, and some policy implications of applying the 

definition. Paper presented at Keynote Remarks at the Stanford Finance Forum, Stanford, California. 

Saeed, O., & Salah, O. (2014). Development of Sukuk: pragmatic and idealist approaches to Sukuk 

structures. Journal of International Banking Law and Regulation, 1, 41-52. 

Said, A., & Grassa, R. (2013). The determinants of Sukuk market development: does macroeconomic 

factors influence the construction of certain structure of Sukuk. Journal of Applied Finance and 

Banking, 3(5), 251-267. 

Schinasi, G.J. (2004). Defining financial stability. International Monetary Fund, working paper, No. 

WP/04/187. 

Schinasi, G.J. (2005). Preserving financial stability. Washington, DC, USA: International Monetary Fund. 

Shahida, S., & Sapiyi, S. (2013). Why do firms issue Sukuk over bonds? Malaysian evidence. In 

Proceeding of the 15th Malaysian Finance Association Conference. Kuala Lumpur, Malaysia. 

Singh, C. (2015). Separation of debt and monetary management in India. Indian Institute of Management 

Bangalore Management Review, 27, 56-71. 

Skribans, V. (2009). Estimation of the financial stability of the Latvian building industry enterprise. 

Paper presented at Scientific Conference on Economics and Entrepreneurship, Riga, Latvia. 

Smaoui, H., & Nechi, S. (2017). Does Sukuk market development spur economic growth. Research in 

International Business and Finance, 41, 136-147. 

Taoual, S. (2016). Sukuk: a potential for stability and development in the GCC. Retrieved from 

https://ideas.repec.org/p/ris/kngedp/2016_007.html. 

Thomson Reuters. (2015). Sukuk perecptions & forecast 2015. Retrieved from 

http://worldislamicbanking.megaevents.net/presentations/14.pdf. 

Vieira, R.S. (2010). The relationship between liquidity and profitability. An exploratory study of airline 

companies between 2005 and 2008. Unpublished Master thesis. Umeå University, Sweden. 

Wilson, R. (Eds.). (2014). Islamic bonds: your guide to issuing, structuring and investing in Sukuk. 

London, UK: Euromoney. 

World Bank. (2016). Financial stability. Retrieved from 

http://www.worldbank.org/en/publication/gfdr/gfdr-2016/background/financial-stability. 

Yu, M., & Zhao, R. (2015). Sustainability and firm valuation: an international investigation. International 

Journal of Accounting and Information Management, 23(3), 289-307. 

Zaidi, E.A. (Ed.). (2008). Islamic Finance. London, UK: Sian O’Neill. 

Zin, M.Z.M., Sakat, A.A, Ahmad, N.A., Nor, M.R.M., Bhari, A., Ishak, S., & Jamain, M.S. (2011). The 

effectiveness of Sukuk in Islamic finance market. Australian Journal of Basic and Applied Sciences, 

5(12), 472-478. 

http://boj.org.jm/uploads/pdf

